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FEBRUARY 15, 2008

Making some

NOISE
Northwestern Long Term 
Care passes competition 
in long-term care sales
BY RIch KIRchEN
rkirchen@bizjournals.com

scott paulus

Terence holahan . . . “It’s been a good business for us.”

QuietCare is making a bit more noise for 
Milwaukee insurance giant Northwestern  
Mutual’s long-term care company, Northwest-
ern Long Term Care Insurance Company.

The company’s slow, steady strategy of sell-
ing long-term care insurance has it surpassing 
the faltering competition. Yet long-term care in-
surance remains a tiny fraction of  Northwestern  
Mutual’s business and such products are still 
struggling nationwide to gain mass acceptance 
with consumers.

“It’s been a good business for us,” said Ter-
ence Holahan, the company’s assistant direc-
tor of long-term care sales. “We’re just kind of 
running hard on our own.”

Northwestern Mutual launched the product 
in September 1998 and formed a wholly owned 
subsidiary, Northwestern Long Term Care In-
surance Company (NLTC).

At the time, both life and 
health insurers viewed the  
category as an opportunity in  
essentially a new field. Dozens 
of insurers introduced products 
after Congress in 1996 approved 
the Kennedy-Kassebaum Health  
Insurance Portability and Account-
ability Act, which made long-term 
care premiums tax exempt.

Long-term care insurance is 
designed to pay for nursing home 
care, assisted living and home 
health care. Standard health  
insurance and Medicare do not 
typically cover the costs of long-
term care.

Policyholders ideally pay pre-
miums for years before they need 
long- term care. The younger a 
person is when buying a policy, 
the lower the premium. An aver-
age annual premium for an indi-
vidual who signs on at age 50 is 
$1,600 for NLTC, Holahan said.

NLTC representatives discuss 
long-term-care coverage as part of 
an overall financial security plan.

While the industry saw double-
digit sales gains from 1996 through early this 
decade, growth has slowed and even declined 
some years since then, according to industry 
data firm LIMRA International. A long-term 
care marketing group, the American Associa-

tion for Long-Term Care Insurance in Los  
Angeles, said earned premiums increased 
6.4 percent in 2007 to $10 billion.

The largest players are Genworth  
Financial, John Hancock Insurance and 
Financial Services — which acquired 
Milwaukee-based Fortis in 2000 — Unum 

and MetLife, said Jesse Slome, executive 
director of the Association for Long-Term 

Care Insurance. They market their products via 
broad sales channels including the Internet. 

NLTC, on the other hand, sells the product 

only through its agents, 
who also sell North-
western Mutual’s life  
and disability insurance. 
The company says it 
ranks fourth among sell-
ers of tax-qualified long 
term care insurance.

“It’s mass distribu-
tion versus a boutique 
approach,” Slome said.

The approach lately 
has enabled NLTC to 

outperform the industry. The company re-
ported that in 2007, it grew its long term care 
business by about $36 million, to about $150 
million.

 ‘It’s MASS
DISTRIBUTION

versus a
boutique

approach.’

Jesse Slome
Association for

Long Term Care 
Insurance

53-0127 LTC (0708)

Not approved for use in cA, TX or VT
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DIVIDEND TOTALS
NLTC can pay dividends and started that 

in 2007. Dividends totaled $3.9 million in 
2007 and will increase to $6 million this year. 
About half of the company’s long-term care  
insurance customers are eligible for the divi-
dend, which reduces their premium payments 
by 8 percent to 25 percent, Holahan said.

The company has 77,000 policyholders for 
long-term care insurance, but that’s dwarfed by 
Northwestern Mutual’s 3.3 million life insur-
ance customers.

Long-term care insurance remains a difficult 
sale with most consumers. Asset protection 
should be an incentive to buy but “long-term 
care has the longest sales cycle, the premiums 
are large, and people just aren’t convinced that 
they will need it,” said Deborah Clem-Buckert 
of New York Life Insurance in Overland Park, 
Kan.

The product has also received some nega-
tive media coverage, including a New York 
Times investigation in 2007 that found some 
long-term care insurers made it difficult, if not 
impossible, for policyholders to get paid.

NLTC had no complaints filed against it in 

2006, the most recent year for which figures 
are available from the National Association of 
Insurance Commissioners.

A number of insurance carriers have exited 
the business after they “mispriced” their prod-
ucts and couldn’t pay the benefits they prom-
ised, said NLTC spokeswoman Jean Towell.

“Our upfront pricing is not as attractive as 
others, but long term we have superior value,” 
Holahan said.

Insurers paid out $3.5 billion to long-term 
care policyholders in 2007, and that is starting 
to result in a “trickle down of good will,” for 
the product, Slome said.

YOUNGER cUSTOMERS
NLTC expects the majority of its claims ac-

tivity to be in 20 to 30 years as baby boomers 
need more expensive care.

In spite of the slow growth in the industry, 
NLTC and other insurers are upbeat about the 
future mainly because of the growing baby-
boom population facing their long-term care 
needs. People are living longer, and the popu-
lation age 65 and over will reach 40 million in 
2010 and 55 million in 2020.

Many insurers initially marketed the prod-
uct as “nursing home insurance,” but that has 
shifted to touting in-home care and assisted liv-
ing, Slome said.

“That makes it more palatable for people in 
their ’50s,” he said.

Indeed, the average age of customers buying 
the insurance has dropped from 67 in 2000 to 
57 today, Slome said.

“That’s a seismic change in the market-
place,” he said.

Another growing market for the product is 
small-business owners who are buying it either 
for themselves or for employees as a benefit. 
Sales increased 24 percent in that category dur-
ing 2007, Slome said.

Northwestern Long Term Care Insurance Co. 
has no plans to drop long-term care insurance 
and intends to continue to include long-term 
care insurance in conjunction with Northwest-
ern Mutual’s suite of financial products.

Slome predicts sales will double in next  
decade but long-term care insurance will  
remain “an important niche product.”

“It’s never going to be something every 
American is going to own,” he said.

QUIETcARE: Long-term care product passes competitors’

scott paulus

Terence holahan . . . “Our upfront pricing is not as attractive as oth-
ers, but long term we have superior value.”

hEADQUARTERS: Milwaukee
POLIcYhOLDERS: 77,000
AVERAGE ANNUAL INDIVIDUAL PREMIUM (AGE 50): $1,600
DIREcT PREMIUMS EARNED 2007: $150 million
NEW LONG-TERM cARE PREMIUMS 2007: $36 million
ASSETS 2006*: $217.1 million
LIABILITIES 2006*: $158.8 million
DIVIDENDS PAID 2007: $3.9 million
DIVIDENDS TO BE PAID 2008: $6 million 
* 2007 figures not yet available
Source: Northwestern Mutual and National Association of Insurance 
Commissioners

NORThWESTERN
LONG TERM cARE INSURANcE cO.

Reprinted for use by Northwestern Long Term Care Insurance Company, a subsidiary of The Northwestern Mutual Life Insurance Company, Milwaukee, WI

Northwestern Long Term Care Insurance Company’s LTC insurance policy contains exclusions and limitations.

Dividends are not guaranteed. They are determined at the discretion of the Board of Directors on a yearly basis.

Policy forms RS.LTC.(0708) and RS.LTC.ML.(0708) contains exclusions and limitations.

Form RS.LTC.ML.(0708) is only available in New Jersey, New York and Pennsylvania.
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